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General Cinema is the country's largest independent bottler of 
soft drinks, principally Pepsi, Dr Pepper, Sunkist and 7-UP prod¬ 
ucts. The Company produces and distributes eight of the top 
12 best-selling soft drinks within exclusive franchise territories 
primarily in the Midwest and Southeast. 


More than 90 million people viewed first-run motion pictures at 
General Cinema's multi-screen theatre complexes in 1981. The 
Company operates the nation's largest movie theatre circuit, with 
most of its 967 screens located in suburban shopping malls in 
39 states and the District of Columbia. 


General Cinema has developed and is marketing a line of proprie¬ 
tary soft drinks under the Sunkist label. Sunkist Orange Soda has 
already become one of the top ten best-selling soft drinks in the 
country. Diet Sunkist, which was introduced in 1981, is being 
enthusiastically received. 



General Cinema's Communications Group consists of WCEX-TV, 
Channel 6 in Miami, one of the country's most successful indepen¬ 
dent VHF stations, and radio stations in Chicago, Philadelphia 
and Boston. 
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Financial Highlights and Report to Shareholders 


Years ended October 31, 

1981 

1980 

Percent 

Increase 

Revenues 

$823,551,000 

$759,400,000 

8.4% 

Operating earnings 

92,005,000 

73,878,000 

24.5% 

Earnings from continuing operations 

44,265,000 

33,364,000 

32.7% 

Net earnings 

44,265,000 

29,931,000 

47,9% 

Total assets 

503,328,000 

441,796,000 

13.9% 

Shareholders' equity 

203,815,000 

168,542,000 

20.9% 

Number of shares outstanding 

11,004,000 

10,988,000 


Per share data: 

Earnings from continuing operations 

$ 3.99 

$ 3.03 

31.7% 

Net earnings 

3.99 

2.72 

46.7% 

Dividends 

.84 

,71 

18.3% 

Book value 

18.39 

1 5.34 

19,9% 


Dear Shareholder: General Cinema had another excellent year in 1981. Operating 

results reached new highs well above last year's peaks. This is the 
eighth consecutive year, and the 20th time in our 21 years as a 
publicly held company that General Cinema has achieved record 
earnings. 

The 1981 performance is further evidence of the fundamental 
strengths of our two principal businesses - soft drink bottling and 
motion picture exhibition-and their ability to perform well in a 
very difficult and volatile economic climate. The past year was 
marked by continuing inflation, record high interest rates, new 
government economic policies and growing concerns about a 
worsening recession. These factors combined in various ways 
during the year to affect not only our operating expenses but also 
revenues as consumers wrestled with household budgets and 
shrinking disposable incomes. Our ability to grow within this 
environment once again demonstrates the value of being able to 
offer consumers relatively low cost entertainment in the form of 
a night out at the movies, or an inexpensive break from daily rou¬ 
tines to enjoy a soft drink. Because of the affordability and popular 
appeal of our products and services, General Cinema has been 
able to record steady, significant growth despite turbulent eco¬ 
nomic cycles. During the past five years, revenues have grown at a 
compound annual rate of more than 17%, while earnings and 
earnings per share have risen at an annual rate in excess of 21%. 

These growth rates also illustrate an important characteristic 
of our businesses: in both soft drink bottling and motion picture 
exhibition, we have the flexibility to adopt short-term strategies 
to deal with the economic realities of the marketplace. For exam¬ 
ple, in 1981 the Beverage Division implemented consumer promo¬ 
tion programs to stimulate retail sales and protect market share 
and, at the same time, followed a pricing policy designed to main- 
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tain profit margins in the face of substantially higher sugar costs. 
In the Theatre Division, the 1981 strategy included a combination 
of stable ticket prices to encourage attendance and strong conces¬ 
sion promotions to stimulate highly profitable refreshment sales. 
Operating results for both Divisions reflect the successful imple¬ 
mentation of these strategies. 

The Beverage Division recorded its ninth consecutive year of 
higher revenues and earnings despite extreme inflation and 
intense competitive activity. Revenues rose to $445.0 million, 
while operating earnings reached a record $59.0 million. During 
the past five years, the Beverage Division's revenues have grown 
at a compound annual rate of 18.7% while operating earnings 
have risen at a 20.3% rate. 

The Theatre Division also achieved record operating results in 
1981. Revenues increased to $323.2 million, while operating earn¬ 
ings reached an all-time high of $31.0 million. These results were 
achieved with a good, but not exceptional, supply of popular 
films. During the past five years, the Theatre Division's revenues 
have grown at a compound annual rate of 13.9% while operating 
earnings have risen at a 17.5% rate. 

Regarding Sunkist Soft Drinks, we are pleased to report that the 
initial period of heavy investment in market development has 
ended, and we expect it to be profitable in 1982. In 1981, Sunkist 
Soft Drinks' revenues increased 56.1% to $33.8 million. More sig¬ 
nificantly with fewer new market introductions, its operating 
loss in 1981 was reduced to $4.7 million from $11.7 million in 
198 °. 

The Communications Group, led by an outstanding perform¬ 
ance by WCIX-TY Channel 6 in Miami, also achieved record 
operating results. However, our radio stations had a disappointing 
year, and we have initiated steps to reduce our investment in 
radio through the sale of our FM station in Chicago, which is 
expected to be consummated in early 1982. 

General Cinema enters fiscal 1982 in the strongest financial 
condition in its history, with $95 million in cash and short-term 
investments, over $200 million in net worth and slightly over a 
half a billion dollars in balance sheet assets. At the end of the fis¬ 
cal year, our debt to equity ratio was .77 to 1, the lowest it has 
been since we started buying beverage franchises in 1968. 

Our existing businesses generate considerable cash flow in 
excess of that required to fund their future growth. This cash flow 
enabled the Company to improve its liquidity by adding $38 mil¬ 
lion to its cash and short-term investments in fiscal 1981. Along 
with the potential proceeds of a new $160 million bank credit 
agreement, these funds are available for expansion into new 
businesses. We continue to explore possibilities for diversification 
and expansion, particularly in other consumer-related areas. 

General Cinema's growth has been based on the creation of 
value for our shareholders. Using the cash-generating capacity of 
the Theatre Division, 13 years ago we initiated an acquisition pro¬ 
gram in the soft drink industry which eventually positioned the 
Company as the largest independent bottler in the country. The 
soft drink business sustained our growth throughout the past dec¬ 
ade, and today the value of our exclusive franchises far exceeds 
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our acquisition costs. In 1969 we made an investment in a strug¬ 
gling independent television station in Miami. Through subse¬ 
quent investments we assumed control in 1974. Today, WCIX-TV 
is an important earnings contributor to General Cinema and has 
increased in value dramatically. Similarly we have invested 
almost $34 million pretax during the past four years in Sunkist 
Soft Drinks. In doing so, we have made Sunkist Orange Soda a via¬ 
ble national brand, with probably the strongest distribution net¬ 
work in the industiy, and successfully introduced a companion 
sugar-free product, Diet Sunkist. The value of Sunkist today far 
exceeds our investment, and its earnings potential will enhance 
General Cinema's ability to sustain its growth in the 1980's. 

Our primary corporate objective continues to be to maintain 
the Company's growth momentum. If that can be achieved, we 
believe we will continue to create incremental equity value for 
our shareholders. 

Our outlook for 1982 is healthy and positive. The Beverage 
Division should have an excellent year. Sweetener costs, which 
put heavy pressure on last year's margins and forced prices signifi¬ 
cantly higher, will be considerably lower in 1982, mitigating the 
need for price increases. Based on stable pricing, we expect 
stronger consumer demand and a resumption of case sales 
growth. 

The film outlook for most of 1982 is good. Even though this 
year's Christmas pictures, as expected, were disappointing, the 
product scheduled for release this summer is expected to be 
stronger than usual. With a reasonable supply of popular films 
later in the year to stimulate attendance, the Theatre Division 
should do well. Over the longer term, we continue to foresee a 
profitable coexistence for first-run movie theatres and home 
video systems. Consumers will continue to look forward to a 
night out and the experience of watching films on a large screen 
with a participating audience. 

As mentioned earlier, we fully expect Sunkist Soft Drinks to be 
profitable in 1982, and just eliminating its operating loss will have 
a meaningful impact on consolidated operating earnings. In addi¬ 
tion, the Communications Group, led by WCIX-TY is projected 
to again achieve a substantial earnings gain. 

These factors combine to make us confident that 1982 will be 
the ninth consecutive year in which General Cinema will report 
record operating results. 

On behalf of our management team and the Board of Directors, 

I thank all of our employees for their dedication and significant 
contribution to the Company's excellent performance in 1981. All 
of us at General Cinema appreciate the support and loyalty of our 
shareholders and reaffirm our commitment to the achievement of 
continued growth. 


Sincerely, 


Richard A. Smith 
President and Chairman 
January 5,1982 
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Creation of Value-A Management Objective 


One of the primary objectives of General Cinema 
management has been, and remains, the creation 
of value within the Company. Over the years, we 
have sought to build lasting value in terms of a 
growing asset base, enhanced earning power, and a 
strong and increasing positive cash flow. 

Our approach to meeting this objective has 
been to focus General Cinema's efforts and 
resources on consumer related businesses which 
have above average earnings growth potential. 
Over the last five years, the Company has genera¬ 
ted earnings per share growth at a compound 
annual rate of 21.8%, considerably above that of 
inflation. Moreover, these earnings are cash earn¬ 
ings, not bookkeeping earnings, and therefore are 
largely available for reinvestment in new 
businesses which in turn can contribute to the 
Company's future growth, thereby creating incre¬ 
mental value. 


Earnings Per Share from Continuing Operations 



Dividend Rate at Year End 

| Dollars per share} ~~ 



Cinema has had a long-standing policy of sharing 
earnings growth with its shareholders in the form 
of increasing cash dividends. The Board of Direc¬ 
tors has a stated policy of paying dividends equiv¬ 
alent to 25-30% of earnings, which has resulted in 
substantial annual dividend increases as earnings 
have grown. During the last five years, the annual 
cash dividend rate has increased an average of 
23.1% yearly. 

General Cinema management remains com¬ 
mitted to its basic philosophy of building the 
Company's asset base, and further enhancing its 
earnings power and cash flow. In so doing, we 
believe we will provide our shareholders with a 
total return-appreciation in the market value of 
our common stock plus cash dividends-commen¬ 
surate with that of a leading growth company. 

Common Stock High/Low Market Price Range 


Management also believes that the creation of 
an expanding cash flow and earnings base will, 
over a period of time, be recognized by the invest¬ 
ment community, and that this recognition will 
be translated into growing equity value for the 
Company's shareholders. Further, shareholder 
equity has not been diluted, as management has 
kept the number of common shares outstanding, 
adjusted for stock splits and dividends, virtually 
constant since it went public in 1960. 

Because the Company's businesses generate 
cash earnings significantly in excess of funds 
required to sustain their future growth, General 
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results. Revenues and operating earnings in fiscal 
1981 reached record levels, although case sales 
were adversely influenced by the difficult econ¬ 
omy and price increases necessitated by increased 
ingredient costs. Importantly, the Division main¬ 
tained its market share and operating margins. 

The Beverage Division is the nation's largest 
independent bottler of soft drinks, with a lineup 
of products that includes eight of the nation's 
12 best-selling brands: Pepsi-Cola, Dr Pepper, 

7-UP, their corresponding diet brands, Sunkist and 
Mountain Dew. Through our exclusive franchise 
territories in nine states and the District of Colum¬ 
bia, we serve more than 18 million consumers, or 
about 8% of the country's population. We operate 
20 production facilities and 33 distribution centers, 
primarily in the Midwest and Southeast. 

At the beginning of fiscal 1981, we carefully 
evaluated the economic and competitive factors 
influencing our marketplace and developed a 
strategy centered on two objectives: sustaining 
profit margins and maintaining market share. 
Wholesale prices were increased markedly early 
in the year to offset rising expenses, particularly 
runaway sugar costs. In addition, we imple¬ 
mented a series of consumer-oriented activities 
which were not price related to stimulate sales at 
the retail level. One such marketing program was 
the very successful "Pepsi Spirit" under the crown 
promotion. Consumers were encouraged to collect 
bottle caps spelling "Pepsi Spirit" in order to win 
valuable prizes. We initiated similar programs, 
equally as successful, for our allied brands in 
many markets. To maintain our market share, we 
responded promptly to meet competitive discount¬ 
ing in the marketplace whenever necessary. 

Case sales declined modestly during the fiscal 
year, resulting primarily from softness in the Mid¬ 
west where consumers w r ere particularly hard-hit 
by the recession and unemployment. Despite this 
environment, the Beverage Division improved its 
market share in food stores, the largest and most 
accurately measured segment of the market, 
where we outsell our principal competitors, on 
average, by a ratio of four to three. 

A fourfold increase in sugar prices during calen¬ 
dar 1980 had a major impact on the soft drink 
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/T~s members of the orig- 
/ mal "Pepsi Generation" 
mature, they are expand¬ 
ing the market for sugar-free 
soft drinks - currently the 
industry's fastest growing 



industry. Our ongoing policy of forward-buying 
sugar to hedge volatile prices was effective in 
holding costs below the market until the first and 
second quarters of fiscal 1981. This was in con¬ 
trast to most bottlers, who experienced their 
highest sugar prices in 1980. Taking advantage of 
the recent softness in the v/orld sugar market, we 
have secured our sweetener requirements 
through fiscal 1982 and early 1983. Lower sweet¬ 
ener costs should offset other cost increases in 
1982 and remove the pressure to increase prices in 
order to maintain margins. Retail prices, there¬ 
fore, will have remained relatively constant since 
January a year ago. This should create a climate 
for an early resumption of case sales growth. 

As we near the completion of our moderniza¬ 
tion program to renovate plant facilities and 
upgrade our delivery fleets, capital expenditures 
have declined. Planned capital expenditures for 
fiscal 1982 are $30 million, about the same as last 
year but down significantly from a few years ago. 

The performance of the Beverage Division over 
the past few years has been outstanding. During 
the last five years, operating earnings have grown 
at a compound annual rate of 20.3%, with reve¬ 
nues increasing at an 18.7% rate. Over this period, 
operating margins have remained high and cur¬ 
rently are at a record level of 13.3%. More impor¬ 
tantly, unit volume (measured in 192 oz. cases) in 
our franchise territories has increased at an 
annual compound rate of 5.5%. 

Our success is based upon several primary fac¬ 
tors. We have a powerful lineup of nationally 
branded soft drinks, backed by a commitment to 
spend developmental capital in the marketplace, 
both for equipment and promotional programs. 

We have built a strong and efficient distribution 
system, capable of superior execution in all seg¬ 
ments of the take-home and cold drink markets. 
Finally, we vigorously protect our market share 
position. 

The longer-term outlook for the Beverage Divi¬ 
sion is one of continued growth. Members of the 
"Pepsi Generation" continue their consumption 
patterns established as youngsters and, today, join 
their children in consuming more soft drinks than 
ever before. Americans now consume more than 
40 gallons of soft drinks per person annually, more 
than any other liquid except water. As the "Pepsi 
Generation" matures, they also are becoming more 
weight-conscious, creating new opportunities for 
market development of sugar-free soft drinks, a 
category which is expanding at a rapid rate. 

We expect fiscal 1982 to be another excellent 
year for the Beverage Division, in spite of a con¬ 
tinuing weak economy and a very competitive 
marketplace. With relatively stable soft drink 
prices, case sales volume growth should resume, 
and with declining sugar costs, we should be able 
to maintain margins, thereby enabling the Bever¬ 
age Division to achieve its tenth consecutive year 
of record operating results. ^ 
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The 1981 results reflect the continued adher¬ 
ence to the Division's basic operating strategies of 
attracting large audiences by booking a broad selec¬ 
tion of first-run commercial films, aggressively 
merchandising refreshment and novelty items, 
and closely controlling operating costs. In reaction 
to the weak economy, we kept price increases at a 
minimum and significantly expanded our bargain 
matinee program. This pricing strategy enabled 
us to hold the average price of a movie ticket rela¬ 
tively stable during the year, keeping a movie at a 
General Cinema theatre an affordable entertain¬ 
ment option for most families. 

Although there were not as many major box 
office blockbusters in fiscal 1981 as in prior years, 
we were able to obtain a sufficient quantity and 
variety of films for our theatres to attract large 
audiences. Attendance at General Cinema the¬ 
atres increased 2.8% to more than 90 million 
patrons during the fiscal year. 

A significant drop in film costs as a percentage 
of box office revenues contributed to a meaning¬ 
ful increase in 1981 operating margins. Equally 
important, the Division's merchandising programs 
stimulated sales of popcorn, soft drinks, candy 
and novelty items and added to profitability. 

Predicting the commercial success of future 
film releases is a difficult task. As expected, the 
Christmas pictures are not performing particu¬ 
larly well. However, there is a significant amount 
of product scheduled for theatrical release in 
1982, and we feel that it should be a reasonably 
good film year. The films scheduled for release in 
the important summer period appear to have 
stronger than usual potential. 

At October 31,1981, General Cinema's Theatre 
Division operated 967 theatres in 350 locations in 
39 states and the District of Columbia-nearly all 
conveniently located within or adjacent to subur¬ 
ban shopping malls. During the past year, we 
added 65 new theatres, and closed or sublet 14 
others. As long as the Division can continue to 
earn a high return on its capital, we will add new 
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its one thousandth theatre. With aoout /u new 
theatres scheduled to be opened in fiscal 1982, 
capital expenditures will be about the same as the 
$13 million spent in 1981. 

Over the last several years exhibitors have 
made progress in their drive to have anti-blind 
bidding legislation enacted. To date, 16 states in 
which 37% of our theatres are located have 
passed such legislation, enabling our film buyers 
to view a film prior to bidding for its exhibition 
rights. We therefore have greater opportunity to 
select films we feel will be commercially success¬ 
ful and appropriate for our theatres, rather than 
having to rely on a limited description of a film 
and a biased estimation of its potential by the 
film company. 

This year's performance continues a five-year 
trend during which our Theatre Division continu¬ 
ously outperformed the industry in attendance, 
revenues and earnings. Since 1976, the Division's 
operating earnings have grown at a compound 
annual rate of 17.5%, while revenues have risen 
13.9%. During this period, attendance in General 
Cinema theatres increased 49.0%, equivalent to 
an annual compound growth of 8.3%, considerably 
above the industry's estimated 1.8% annual rate. 

The outlook for General Cinema's Theatre 
Division, and the movie industry in general, is 
positive. Historically, our theatre business has 
prospered whenever there has been an adequate 
supply of first-run pictures. The proliferation of 
home video systems (cable television, video cas¬ 
settes and disks, etc.) should stimulate increased 
film production. Because of the sheer size of the 
theatrical market and the potential for a dramatic 
return associated with a box-office hit, film pro¬ 
ducers will continue to regard first-run exhibition 
as their primary outlet. Moreover, the promo¬ 
tional activity associated with the national 
release of a film significantly adds to its market 
value in subsequent distribution channels such as 
CATV and network television. First-run theatrical 
exhibition has weathered the introduction of free 
television into millions of American homes and 
will continue to prosper and profitably coexist 
along with, and in part because of, the growth of 
home video systems. For the foreseeable future, a 
night out at the movies wili remain part of the 
American lifestyle. 

Looking at 1982, there should be a reasonable 
supply of popular films to play in our theatres just 
as there was in 1981. With the addition of new 
theatres, additional growth in refreshment sales, 
and constant attention to controlling operating 
costs, the Theatre Division in fiscal 1982 should 
have satisfactory operating results consistent 
with those of the last several years. 
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Sunkist Soft Drinks 


Fiscal 1981 was a good year for Sunkist Soft 
Drinks, Inc. From a financial point of view, we are 
pleased to report that after several years of signifi¬ 
cant investment spending on brand development, 
Sunkist Soft Drinks has turned the corner and 
operated profitably in the fourth quarter. On the 
marketing side, Sunkist Orange Soda and its com¬ 
panion, Diet Sunkist, continued to show impres¬ 
sive sales gains. Sunkist, which is now available 
nationwide, has become one of the country's ten 
best-selling soft drinks. 

The aggressive marketing program associated 
with the national introduction of Sunkist has sig¬ 
nificantly expanded the orange segment of the 
soft drink market. As much as one half of Sunkist's 
sales has come from expansion of the orange seg¬ 
ment and the balance at the expense of a large 
number of local and regionally promoted orange 
soft drinks. Today, Sunkist is the only nationally 
advertised orange soft drink and outsells its 
nearest competitor by a margin or more than 
three to one. 

Our distribution system, critical to the success 
of any national consumer product, has grown 
from only 11 licensed bottlers at the beginning of 
fiscal 1979, when we decided to introduce Sunkist 
nationally, to 435 bottlers in every state except 
Hawaii. Most importantly, the system-comprised 
primarily of strong Pepsi-Cola and Coca-Cola bot¬ 
tlers-gives Sunkist an unprecedented degree of 
distribution strength for a non-coia product in all 
segments of the take-home and vending markets. 

A key development in fiscal 1981, one that cer¬ 
tainly increases Sunkist's potential for profitable 
growth in the years ahead, was the national intro¬ 
duction of Diet Sunkist, which is now available in 
two-thirds of the country. Targeted to a generally 
more mature and weight-conscious segment of 
the population, Diet Sunkist is being received by 
consumers across the country with great enthusi¬ 
asm. Because of Sunkist's reputation in the mar¬ 
ketplace, as well as the strength of its distribution 
network, the national rollout of Diet Sunkist is 
proceeding ahead of schedule. , 
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The results achieved for Sunkist and Diet 
Sunkist underscore the merits of our original strat¬ 
egy: to create a significant national market for 
Sunkist products by developing excellent products 
and promoting them in ways that further enhance 
the quality already synonymous with the Sunkist 
trade name. To bring the Sunkist products to their 
present state of popularity and market share, we 
have invested over the past four years a consider¬ 
able amount of capital, all of which has been 
expensed as incurred. We have just reached the 


Communications Group 


(In thousands) 

1981 

1980 

% Change 

Revenues 

$22,723 

$18,239 

24.6% 

Operating earnings 

5,241 

3,423 

53.1% 

Operating margins 

23.1% 

18.8% 



General Cinema's Communications Group con¬ 
sists of WCIX-TY Channel 6 in Miami, and radio 
stations WHUE-FM/AM in Boston, WIFI-FM in 
Philadelphia and WEFM-FM in Chicago. 

The Group's operating earnings are derived 
from the Miami television station, whose operat¬ 
ing results rose dramatically in 1981. WCIX-TV is 
one of the most successful independent VHF tele¬ 
vision stations in the country. Its location in 
southern Florida, perhaps the nation's fastest 
growing major population area, gives it promise 
for continuing growth and increasing profits. 

Over the past few years, we have made consid¬ 
erable investments to improve and extend Chan¬ 


turning point and are now well positioned to start 
realizing a return on our investment. Sunkist Soft 
Drinks is expected to be profitable for the full 
1982 fiscal year. 

Since both Sunkist and Diet Sunkist are still 
relatively new products, we are not yet able to 
accurately predict their ultimate market share. 
We believe it will be several years before the 
Sunkist brands start to reach maturity and we can 
determine their full market and profit potential. 


nel 6's signal and the quality of its programming. 
In 1981, we expanded the station's video produc¬ 
tion systems and upgraded its daytime and late 
night programming to increase market share, 
especially in the important 18- to 49-year-old 
demographic category. Our commitment to qual¬ 
ity news and public affairs programming has been 
recognized with several regional Emmy Awards. 
We are enthusiastic about WCIX-TV's potential 
and anticipate further increases in operating 
results in 1982. 

The sluggish economy continued to have an 
adverse impact on the operating results of our 
radio operations in fiscal 1981. In September, we 
entered into an agreement to sell WEFM-FM 
(Chicago), subject to Federal Communications 
Commission approval, for $9.2 million in cash 
and deferred payments. We expect to close the 
transaction in early 1982, which will result in a 
net capital gain of approximately $3.7 million, or 
33 cents per share after taxes. 

Communications is an industry with which we 
are familiar. We will continue to explore invest¬ 
ment opportunities in that industry which meet 
our criteria for profitable growth and expansion in 
the 1980s. 
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Financial Review 


Record Results During the fiscal year 1981, General Cinema achieved record operating results and 

significantly improved its financial position. Earnings from continuing operations 
increased 32.7% to $44.3 million or $3.99 per share on revenues of $823.6 million, 
a gain of 8.4% over the prior year. Each of the Company's operating businesses con¬ 
tributed to these gains. These results were attained in a year marked by a growing 
recession, increasing unemployment, shrinking disposable income and record high 
interest rates, once again demonstrating the Company's ability to grow and prosper 
m periods of economic uncertainty. 


Profitability General Cinema's profitability as measured by its pretax return on average net 

assets employed m its businesses increased to 23.0% in 1981 from 20.4% in the 
prior year. The Company's after tax return on average shareholders' equity rose to 
23.8% from 21.2% in 1980. Consolidated operating margins increased significantly 
from 9.7% last year to 11.2% in fiscal 1981, as each of our operating businesses 
increased their profitability. The combined state and Federal income tax rate 
increased slightly in 1981 to 45.4% from 44.6% the prior year. 


Revenues 



Consolidated revenues have grown at a compound annual 
rate of 17.7% during the last five years. 


Earnings from Continuing Operations 



Average Net Assets Employed’ 





Since 1976, earnings from continuing operations have Net assets employed in our businesses have increased 

increased at an annual compound rate of 21.5%, considerably in the last five years, 

significantly greater than the rate of inflation. 
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Capital Structure The Company significantly strengthened its financial position during the fiscal 

year. Shareholders' equity increased $35.3 million to $203.8 million, and book 
value per share increased 19.9% to $18.39. Long-term debt, which includes $50.9 
million of capitalized leases, totaled $156.4 million, about the same as last year. 
Substantially all of this debt is at fixed rates with a weighted average cost of less 
than 10%. Total pretax fixed charge coverage including minimum lease payments 
v/as 4.7 times, by far the highest in the Company's history. 


Cash Flow As shown in the following schedule, the Company's existing businesses generate 

substantial positive cash flow in excess of that required to be reinvested in the form 
of capital expenditures and incremental working capital to sustain their growth. As 
a result, most of the Company's earnings are available for investment in new busi¬ 
ness activities as well as for debt repayment and dividends. 


Cash generation 



1976 

1977 

1978 

1979 

1980 

1981 

Working capital from operations 

$34.9 

$44.7 

$57.4 

$73.1 

$73.8 

$83.9 

Changes in working capital other 
than cash 

(12.0) 

5.9 

2.6 

(9.5) 

3.8 

15.3 

Cash generated from operations 

22.9 

50.6 

60.0 

63.6 

77.6 

99.2 

Capital expenditures 

30.3 

56.3 

51.5 

57.3 

50.1 

47.7 

Cash flow available for other 
corporate purposes 

$ (7-4) 

$ (5.7) 

$ 8.5 

$ 6.3 

$27.5 

$51.5 


The strength and consistency of this cash flow enables the Company to pru¬ 
dently use a considerable amount of leverage as it did in the late 60's and early 70's 
when it was acquiring most of its beverage franchises. Currently, the Company's 
debt to equity ratio is .77 to 1, down considerably from 1.79 to 1 during the height 
of its beverage acquisition program in 1972. 


Liquidity During the year, General Cinema significantly increased its ability to finance 

future growth through acquisition. At year-end, the Company was in a very liquid 
position with $95 million in cash and short-term investments and an available 
bank line of $160 million. As mentioned elsewhere, the Company's existing 
businesses need little incremental working capital to finance their internal growth. 
As a result, almost all of the Company's future earnings will be available for other 
corporate purposes. 


Return on Average Net Assets Employed* Return on Equity 


[Percent) 
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Return on average shareholders' equity has averaged 21.7% 
over the last five years. 
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Capital Expenditures Capital expenditures in fiscal 1981 aggregated S47.7 million, compared to $50.1 

million in the prior year, primarily reflecting reduced expenditures in the Beverage 
Division. Planned capital expenditures in fiscal 1982 are expected to be approxi¬ 
mately $45 million. Depreciation as a percent of capital expenditures has been 
increasing steadily over the last few years and was 75.3% in fiscal 1981. 


Intangibles Franchises, licenses and goodwill consist primarily of nationally branded soft drink 

franchises and broadcasting licenses, both of which are stated at cost, which is well 
below their market value based upon recent sales of similar assets by others. 


Over the years, General Cinema has demonstrated its ability to consistently report 
earnings growth at a rate well above that of inflation. We believe the Company has 
the proper mix of businesses, financial resources and management resolve to con¬ 
tinue this growth record in the years ahead. 


Capitalization 



The Company's capital structure reflects management's 
philosophy of judiciously using long-term debt. 


Capital Expenditures 

(Dollars in millions) 
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Eleven-Year Summary (Unaudited) 

General Cinema Corporation and Subsidiaries 

Years ended October 31 

(Dollar amounts in thousands except for per share data) 



1981 

1980 

1979 

Revenues 




Beverage Division 

$445,012 

$412,321 

$364,836 

Theatre Division 

323,200 

307,776 

266,461 

Sunkist 

33,775 

21,643 

9,625 

Communications and Other 

25,102 

20,846 

17,499 

Intercompany 

(3,538) 

(3,186) 

(2,321) 

Total 

823,551 

759,400 

656,100 

Operating earnings 




Beverage Division 

59,004 

54,018 

46,197 

Theatre Division 

31,034 

27,494 

27,745 

Sunkist 

(4,749) 

(11,693) 

(10,896) 

Communications and Other 

6,716 

4,059 

3,159 

Total 

92,005 

73,878 

66,205 

Corporate expenses 




Interest 

5,364 

8,623 

8,741 

Administrative and other 

5,516 

5,000 

3,343 

Product research and development 

- 

- 

- 

Allowance for investment loss 

- 

- 

- 

Earnings from continuing operations 




before income taxes 

81,125 

60,255 

54,121 

Income taxes 

36,860 

26,891 

23,489 

Earnings from continuing operations 

44,265 

33,364 

30,632 

Earnings before extraordinary items 

44,265 

29,931 

24,267 

Net earnings 

$ 44,265_ 

S 29,931 

$ 26,472 

Depreciation and amortization of 




capital assets 

$ 35,951 

$ 33,970 

$ 31,806 

Capital expenditures 

47,717 

50,097 

57,345 

Total assets 

503,328 

441,796 

385,325 

Total long-term debt 

156,436 

155,292 

149,085 

Shareholders’ equity 

203,815 

168,542 

146,217 

Long-tenn debt to shareholders’ equity 

.77 to 1 

.92 to 1 

1.02 to 1 

Number of shares outstanding* 

11,081 

11,010 

10,985 

Per share data 




Earnings from continuing operations 

S 3.99 

$ 3.03 

$ 2.79 

Earnings before extraordinary items 

3.99 

2.72 

2.24 

Net earnings 

3.99 

2.72 

2.41 

Dividends paid 

.84 

.71 

.59 

Book value 

18.39 

15.34 

13.32 


* Weighted average number of shares and common share equivalents outstanding 
adjusted to reflect stock splits and stock dividends. 
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1978 1977 1976 1975 1974 1973 1972 1971 


$315,156 

266,370 

13,331 

$240,415 

213,757 

10,894 

$188,935 

168,391 

7,989 

$178,441 

180,006 

$156,641 

142,873 

$127,756 

117,121 

$120,385 

99,621 

$114,792 

80,183 

594,857 

465,066 

365,315 

358,447 

299,514 

244,877 

220,006 

194,975 

38,739 

31,169 

23,424 

18,004 

13,054 

8,980 

8,850 

9,237 

25,928 

14,991 

13,873 

18,853 

15,456 

14,656 

13,798 

12,158 

3,051 

2,295 

1,945 

- 

- 

_ 

_ 

_ 

67,718 

48,455 

39,242 

36,857 

28,510 

23,636 

22,648 

21,395 

9,445 

8,601 

6,988 

7,451 

8,756 

7,264 

5,375 

5,028 

3,450 

2,012 

1,228 

955 

845 

866 

627 

689 

5,850 

536 

- 

- 

- 

- 

- 


2,280 

- 

300 

800 

- 

- 

- 

- 

46,693 

37,306 

30,726 

27,651 

18,909 

15,506 

16,646 

15,678 

21,268 

17,126 

14,016 

13,129 

8,674 

6,946 

7,126 

7,466 

25,425 

20,180 

16,710 

14,522 

10,235 

8,560 

9,520 

8,212 

24,213 

19,847 

16,710 

14,522 

10,235 

8,560 

9,520 

8,212 

$ 24,213 

$ 19,847 

$ 16,710 

$ 14,522 

$ 10,703 

$ 9,156 

$ 10,138 

$ 9,000 

$ 27,145 

$ 20,830 

$ 16,858 

$ 15,155 

$ 14,208 

$ 13,440 

$ 12,291 

$ 10,253 

51,529 

56,318 

30,291 

19,957 

21,756 

26,708 

29,642 

11,989 

351,641 

287,553 

223,175 

221,377 

211,400 

196,863 

185,437 

148,626 

148,322 

122,748 

88,460 

94,233 

100,040 

100,677 

99,572 

N/A 

125,929 

109,949 

97,378 

83,809 

71,653 

63,205 

55,582 

40,106 

1.18 to 1 

1.12 to 1 

.91 to 1 

1.12 to 1 

1.40 to 1 

1.59 to 1 

1.79 to 1 

N/A 

11,115 

11,125 

11,207 

11,117 

10,996 

11,187 

11,148 

10,852 

$ 2.29 

$ 1.81 

$ 1.49 

$ 1.31 

$ .93 

$ .77 

$ .85 

$ .76 

2.18 

1.78 

1.49 

1.31 

.93 

.77 

.85 

.76 

2.18 

1.78 

1.49 

1.31 

.97 

.82 

.91 

.83 

.47 

.37 

.29 

.23 

.21 

.17 

.16 

.14 

11.49 

9.93 

8.82 

7.60 

6.52 

5.75 

5.06 

3.67 
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Consolidated Balance Sheets 
General Cinema Corporation and Subsidiaries 
October 31,1981 and 1980 
(Dollar amounts in thousands) 



1981 

1980 

Current assets 



Cash 

$ 1,335 

S 4,037 

Short-term investments-at cost (which 
aDproximates market) 

93,884 

53,576 

Notes and accounts receivable-trade, less allowance 
for doubtful accounts of $1,679 and $1,364 

37,655 

33,687 

Sundry deposits and receivables 

15,474 

12,859 

Inventory 

31,082 

32,605 

Other current assets 

6,663 

5,183 

Total current assets 

IS 6,093 

141,947 


Investments in and advances to unconsolidated affiliated 
companies - at underlying equity 

7,058 

4,085 

Property, plant and equipment 

Land, buildings and improvements 

Equipment, fixtures and vehicles 

Returnable containers 

143,191 

202,579 

39,531 

130,430 

182,814 

38,958 

Less accumulated depreciation and amortization 

385,301 

160,592 

352,202 

136,303 


224,709 

215,899 

Other assets 

39,028 

34,045 

Franchises, licenses and good will - principally 
beverage franchises 

46,440 

45,820 


$503,328 

$441,796 


See notes to consolidated financial statements. 
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Liabilities and 
Shareholders' Equity 



1981 

1980 

Current liabilities 

Long-term liabilities-due within one year 

Accounts payable and other current liabilities 

Taxes payable 

S 21,013 
85,167 
22,388 

$ 20,113 
73,270 
12,395 

Total current liabilities 

128,568 

105,77| 

Long-term liabilities 

Senior debt 

Subordinated debt 

Other 

134,518 

17,068 

4,850 

130,612 

19,695 

4,985 

Total long-term liabilities 

156,436 

155,292 

Unearned exchange income 

5,530 

5,823 

Deferred income taxes 

8,979 

6,361 

Commitments and contingencies 

- 


Shareholders' equity 

Preferred stock-SI.00 par value 

Authorized and unissued -1,000,000 shares 
Common stock-$1.00par value 

Authorized-15,000,000 shares 

Issued-11,072,444 shares 

Additional paid-in capital 

Retained earnings 

11,072 

2,366 

192,871 

11,072 

2,366 

158,211 


206,309 

171,649 

Less common stock in treasury-at cost, 

68,906 shares and 84,070 shares 

2,494 

3,107 

Total shareholders' equity 

203,815 

168,542 


5503,328 

$441,796 


See notes to consolidated financial statements. 
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Consolidated Statements of Earnings 
General Cinema Corporation and Subsidiaries 
Years ended October 31, 1981,1980 and 1979 
(Dollar amounts in thousands except for per share data) 


1981 1980 1979 


Revenues 

$823,551 

$759,400 ' 

’ 5656,100 

Operating costs and expenses 

Costs applicable to revenues 

Selling, delivery and general and 
administrative expenses 

552,322 

179,224 

519,891 

165,631 

450,255 

139,640 

Operating earnings 

92,005 

73,878 

66,205 

Corporate expenses 

Interest-net of interest income 
of $12,337 in 1981, $6,542 in 1980 
and $6,440 in 1979 

Administrative and other 

5,364 

5,516 

8,623 

5,000 

8,741 

3,343 


10,880 

13,623 

12,084 

Earnings from continuing operations 
before income taxes 

81,125 

60,255 

54,121 

Income taxes 

36,860 

26,891 

23,489 

Earnings from continuing operations 

44,265 

33,364 

30,632 

Loss from discontinued operations 

- 

3,433 

6,005 

Earnings before extraordinary item 

44,265 

29,931 

24,627 

Extraordinary credit 

- 

- 

1,845 

Net earnings 

$ 44,265 

$ 29,931 

$ 26,472 

Net earnings (loss) per common and 
common equivalent share 

From continuing operations 

From discontinued operations 
Extraordinary credit 

$3.99 

$3.03 

(.31) 

$2.79 

(.55) 

.17 

Net earnings 

$3.99 

$2.72 

$2.41 


See notes to consolidated financial statements. 
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Consolidated Statements of Changes in Financial Position 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1981,1980 and 1979 
(Dollar amounts in thousands) 


1981_ 1980 1979 


Sources of Working Capital Earnings from continuing operations 

S 44,265 

S 33,364 

$30,632 

Add: Expenses not requiring an outlay of 
working capital in current period: 
Depreciation and amortization 

37,189 

35,460 

32,514 

Other items 

2,431 

1,908 

3,150 

Working capital provided from continuing 
operations 

83,885 

70,732 

66,296 

Loss from discontinued operations 

_ 

(3,433) 

(6,005) 

Add: Expenses not requiring an outlay of 
working capital in current period: 

Film production costs 


6,515 

10,916 

Working capital provided from discontinued 
operations 

_ 

3,082 

4,911 

Extraordinary item 

- 

- 

1,845 

Working capital provided from operations 
and extraordinary item 

83,885 

73,814 

73,052 

Increase in long-term liabilities 

21,167 

33,071 

21,360 

Net proceeds from disposition of property, 
plant and equipment 

2,956 

1,042 

i,860 

Excess of proceeds over film production costs 

1,981 

(2,087) 

(6,332) 

Issuance of common stock from treasury 

416 

194 

288 


110,405 

106,034 

90,228 


Uses of Working Capital Property, plant and equipment 

47,717 

50,097 

57,345 

Decrease in long-term liabilities 

21,366 

21,542 

20,683 

Cash dividends 

9,240 

7,800 

6,472 

Net increase in notes receivable 

4,182 

(2,480) 

(1,224) 

Investments 

3,963 

- 

9,659 

Other items 

2,581 

1,027 

4,572 


89,049 

77,986 

97,507 

Increase (decrease) in working capital 

$ 21,356 

$ 28,048 

$ (7,279) 

See notes to consolidated financial statements. 
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Analyses of Changes in Working Capital 
Increase (Decrease) 

General Cinema Corporation and Subsidiaries 
Years ended October 31,1981,1980 and 1979 
(Dollar amounts in thousands) 


1981 1980 1979 


Current Assets 

Cash 

Short-term investments 

Notes and accounts receivable-trade 

Sundry deposits and receivables 

Inventory 

Other current assets 

$ (2,702) 
40,308 
3,968 
2,615 
(1,523) 
1,480 

$(20,481) 

52,576 

4,889 

2,295 

7,305 

1,451 

$(1,429) 

(7,000) 

6,944 

2,397 

1,339 

459 



44,146 

48,035 

2,710 






Current Liabilities 

Long-term liabilities-due within one year 
Accounts payable 

Taxes payable 

(900) 

(11,897) 
(9,993) 

(287) 

(10,496) 

(9,204) 

(8,219) 

(9,321) 

7,551 



(22,790) 

(19,987) 

(9,989) 

Increase (decrease) in working capital 

$21,356 

$28,048 

$(7,279) 


See notes to consolidated financial statements. 


Consolidated Statements of Shareholders' Equity 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1981,1980 and 1979 
(Dollar amounts in thousands) 



Common stock 

Additional 

paid-in 

Retained 

Treasury Stock 


Shares 

Amount 

capital 

earnings 

Shares 

Amount 

Balance -November 1,1978 

11,072,444 

$11,072 

$2,366 

$116,812 

116,900 

$4,321 

Net earnings 




26,472 



Cash dividends paid-$.59 per share 




(6,472) 



Shares issued on exercise of stock options 




(513) 

(21,650) 

(801) 

Balance - October 31,1979 

11,072,444 

11,072 

2,366 

136,299 

95,250 

3,520 

Net earnings 




29,931 



Cash dividends"paid - S. 71 per share 




(7,800) 



Shares issued on exercise of stock options 




(219) 

(11,180) 

(413) 

Balance- October 31,1980 

11,072,444 

11,072 

2,366 

158,211 

84,070 

3,107 

Net earnings 




44,265 



Cash dividends paid-$.84 per share 




(9,240) 



Shares issued on exercise of stock options 




(365) 

(21,130) 

(781) 

Shares reacquired 





5,966 

168 

Balance -October 31,1981 

11,072,444 

$11,072 

$2,366 

$192,871 

68,906 

$2,494 


See notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1981,1980 and 1979 


1. Summary of Significant 
Accounting Policies 


2. Description of 
Operations 


Principles of consolidation 

All majority-owned subsidiaries are included in the consolidated financial state¬ 
ments. Affiliated companies in which the Company owns a less than majority 
common stock interest are accounted for by the equity method. AH intercompany 
accounts and transactions have been eliminated. 

Inventory 

Inventory is stated at the lower of cost (first-m, first-out method) or market. Market 
represents the lower of replacement cost or net realizable value. 

Franchises, licenses and goodwill 

Franchises, licenses and goodwill acquired prior to fiscal 1971 are not amortized 
because management considers their value to be of a permanent nature. Acquisi¬ 
tions subsequent to fiscal 1970 in the amount of 820,668,000 are amortized on the 
straight-line basis, primarily over 40 years. The amortization amounted to $583,000 
in 1981, $504,000 in 1980 and $490,000 in 1979. 

Income taxes 

The Company and its subsidiaries file a consolidated Federal income tax return 
and, where practical, consolidated state tax returns. 

Investment credits are accounted for on the flow-through method whereby the 
benefit is reflected currently. 

Deferred income taxes 

Deferred income taxes represent the tax effect of timing differences between 
financial and tax reporting. The principal differences relate to depreciation and 
accounting for capitalized leases. 


Beverage Division 

The Company manufactures and distributes Pepsi-Cola, Dr Pepper, 7-UP, Sunkist 
and other soft drinks. The beverage business is conducted primarily under fran¬ 
chise agreements. Its production and distribution facilities are located in nine 
states. 

Theatre Division 

The Company operates motion picture theatres in 39 states and the District of 
Columbia. The theatre units are predominantly multi-screen complexes located in 
regional shopping centers. 

Sunkist Soft Drinks 

Sunkist Soft Drinks markets proprietary soft drinks under a license granted by 
Sunkist Growers, Inc. 

Communications and Other 

The Company operates a television station in Miami and radio stations in Chicago, 
Philadelphia and Boston. The Company has entered into an agreement to sell its 
Chicago radio station. The Company is also a lessor of real estate in 16 states. 
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Additional Financial Information 


(In thousands) 

1981 

1980 

1979 

Revenues 

Beverage 

$445,012 

$412,321 

$364,836 

Theatre 

323,200 

307,776 

266,461 

Sunkist Soft Drinks 

33,775 

21,643 

9,625 

Communications and Other 

25,102 

20,846 

17,499 

Intersegment 

(3,538) 

(3,186) 

(2,321) 

Total revenues 

$823,551 

$759,400 

8656,100 

Operating earnings 

Beverage 

$ 59,004 

$ 54,018 

$ 46,197 

Theatre 

31,034 

27,494 

27,745 

Sunkist Soft Drinks 

(4,749) 

(11,693) 

(10,896) 

Communications and Other 

6,716 

4,059 

3,159 

Total operating earnings 

$ 92,005 

$ 73,878 

$ 66,205 

Identifiable assets 

Beverage 

$237,487 

$222,046 

$213,038 

Theatre 

102,762 

102,902 

105,283 

Sunkist Soft Drinks 

6,641 

2,251 

2,090 

Communications and Other 

38,013 

34,733 

34,318 

Discontinued operations 

3,001 

6,898 

72,966 

14,923 

Corporate 

115,424 

15,673 

Total identifiable assets 

$503,328 

$441,796 

$385,325 

Capital expenditures 

Beverage 

$ 30,780 

$ 36,681 

$ 41,638 

Theatre 

13,470 

11,516 

10,769 

Sunkist Soft Drinks 

440 

307 

257 

Communications and Other 

3,027 

1,593 

4,681 

Total capital expenditures 

$ 47,717 

$ 50,097 

$ 57,345 


Depreciation and amortization 
(straight-line method over 
estimated useful lives) 


Beverage 

$ 27,868 

$ 27,031 

$ 24,805 

Theatre 

7,931 

7,070 

6,559 

Sunkist Soft Drinks 

132 

92 

45 

Communications and Other 

1,210 

1,180 

962 

Corporate 

48 

87 

143 

Total depreciation and amortization $ 37,189 

$ 35,460 

$ 32,514 


3. Inventory 


(In thousands) 

1981 

1980 

Finished products 

$11,445 

$11,894 

Raw materials and supplies 

16,400 

15,857 

Theatre refreshment inventory 

2,367 

2,073 

Discontinued operations 

870 

2,781 


$31,082 

$32,605 
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4. Long-term Liabilities 
(Excluding Current 
Maturities) 


(In thousands) 

Interest Rate 

Maturity 

1981 

Amount 

1980 

Amount 

Unsecured: 

$enior notes 

11% 

1982-1990 

520,400 

$22,800 

5enior notes 

8.75% 

1983-1992 

40,000 

40,000 

Revolving line of credit (a) 

prime 

1985-1989 

- 

- 

8enior subordinated debt 9.5% stated 

(7.2% effective) 

1982-1983 

5,442 

8,189 

Exchangeable subordinated 
debentures (b) 

8.25% 

1991-2000 

11,626 

11,506 

Term loan 

9.25% 

1982-1986 

2,070 

2,300 

Revolving line of credit 

118% of prime 

1982-1986 

938 

1,000 

Other notes 

6-12% 

1982-1994 

3,576 

3,433 

Collateralized: 

Real estate and equipment (c) 

6-12% 

1982-1996 

13,240 

4,434 

Leases and television 
programming rights (d) 

4-20.5% 

1982-1987 

3,356 

2,466 

Capitalized lease obligations (e) 

6.25-15.46% 

1982-2003 

50,938 

54,179 

Other liabilities 


1982-1994 

4,850 

4,985 




$156,436 

$155,292 


(a) A revolving credit agreement dated as of August 1,1981 between the Company 
and several banks provides a maximum amount of credit of $160,000,000, with 
semi-annual reductions of $20,000,000 commencing on July 31,1985. Interest is, 
at the Company's option, the prime rate, a function of the London Inter-Bank 
Offering Rate or a function of the domestic Certificate of Deposit rate. The 
agreement does not require the Company to maintain compensating cash bal¬ 
ances. The Company pays a commitment fee at an annual rate of Vi% of the 
unused line of credit. The Company did not borrow under this agreement or a 
previous agreement during 1979,1980 or 1981. 

(b) On September 9,1980, the Company issued $17,329,000 of 814 % subordinated 
debentures exchangeable into shares of Columbia Pictures Industries, Inc. at the 
rate of 24.69 shares per $1,000 principal amount of debenture. Pursuant to the 
terms of the indenture, the Company has deposited the 427,900 shares of 
Columbia with the escrow agent. This investment is reflected in the financial 
statements in "Other Assets" at cost (approximately $9,650,000). Market value 
was $18,186,000 and $14,121,000 at October 31,1981 and 1980, respectively. The 
debentures are reflected as long-term debt net of debt discount attributable to 
the exchange feature of $5,697,000 in 1981 and $5,823,000 in 1980. 

(c) Real estate and equipment carried at $17,791,000 in 1981 and $10,317,000 in 1980 
have been pledged as collateral for indebtedness. 

(d) Leaseholds and television programming rights carried at $7,401,000 in 1981 and 
$4,140,000 in 1980 have been pledged as collateral for notes payable. 

(e) Capitalized lease obligations relate to beverage plants and facilities, vending 
machines, vehicles, and theatres. 

The minimum payment obligations arising from the above leases at October 
31,1981 are as follows: 1982-$16,587,000; 1983-$13,119,000; 1984-$10,021,000; 
1985-$8,687,000; 1986 -$8,407,000; all years thereafter-$34,970,000. 

Amounts representing interest and executory costs aggregate $29,869,000. 

The present value of the future minimum lease payments is $61,922,000. 

The aggregate maturities of all long-term liabilities and capitalized lease obliga¬ 
tions are as follows: 1982-$21,013,000; 1983-$18,752,000 ; 1984-$18,352,000; 

1985-$14,679,000; 1986-514,694,000; thereafter-$89,959,000. 

Certain loan agreements contain, among other restrictions, provisions limiting 
the issuance of additional debt and guarantees, the execution of additional leases, 
the redemption of the Company's capital stock and the payment of dividends. At 
October 31,1981, $61,000,000 of consolidated retained earnings were available for 
the payment of dividends. 
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5. Shareholders' Equity Common stock options 

Eligible employees have been granted ten-year options under the 1976 Stock 
Option Plan. In addition, an employee was granted ten-year options for 2,500 shares 
in 1980. Options outstanding at October 31,1981 were granted at prices (not less 
than 100% of the fair market value on the date of grant, except for certain non-plan 
options granted in 1979) varying from $11.8125 to $26.00 per share. 



1981 

1980 

Options outstanding-beginning of year 

219,720 

159,200 

Add: Granted 

90,250 

79,900 


309,970 

239,100 

Less: Exercised 

24,930 

11,180 

Cancelled 

21,750 

8,200 


46,680 

19,380 

Options outstanding-end of year 

263,290 

219,720 

Exercisable options-end of year 

90,584 

80,420 


At October 31,1981, the aggregate number of shares for which options may be 
granted under the 1976 Stock Option Plan was 198,300 shares. 

There are 461,590 common shares reserved for issuance upon the exercise of 
stock options at October 31,1981. 

Earnings per common and common equivalent share 

Earnings per share is based upon 11,081,000 shares in 1981,11,010,000 shares in 1980 
and 10,985,000 shares in 1979, the weighted average number of common and com¬ 
mon equivalent shares outstanding during each year. 

Earnings per common and common equivalent share assuming full dilution has 
not been presented because the dilutive effect is not material. 


6. Income Taxes: A reconciliation of the Company's statutory and effective Federal income tax 

expense and rates is as follows: 




1981 


1980 


1979 

(Dollar amounts in thousands) 

Amount 


Amount 


Amount 


Statutory tax expense 

State income taxes- 

$37,318 

46 

$27,717 

46 

$25,074 

46 

net of Federal tax effect 

2,894 

4 

2.430 

4 

1,943 

4 

Investment tax credit 

(3,131) 

(4) 

(3,263) 

(5) 

(3,550) 

(7) 

Other 

(221) 

(1) 

7 

- 

22 

- 

Income taxes 

$36,860 

45 

$26,891 

45 

$23,489 

43 


State income taxes were $5,360,000 in 1981, $4,500,000 in 1980 and $3,621,000 in 
1979. Deferred income tax expense was $2,816,000 in 1981, $1,458,000 in 1980 and 
$879,000 in 1979. 


7. Discontinued Operations The Company discontinued its film financing operations in 1979. Results of the 
discontinued operations have been segregated in the Consolidated Statements of 
Earnings. 

Proceeds received from the disposal of assets amounted to $3,897,000 in 1981 and 
$13,143,000 in 1980. The estimate of net realizable value was adjusted by 
$7,686,000 in 1980 and required no adjustment in 1981. 

The amounts shown for discontinued operations are after tax benefits of 
$4,401,000 in 1980 and $5,824,000 in 1979. 

The assets of the discontinued operations at October 31,1981 are as follows: 


(In thousands) 


Completed feature films: 

Recovery anticipated in fiscal 1982 

$1,194 

Recovery anticipated subsequent to 1982 

1,807 


$3,001 
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8. Extraordinary Credit The Company filed a complaint against a former officer and director in 1979 alleg¬ 
ing that allowances, claims and credits paid by a major supplier were diverted to a 
corporation owned by said former officer. In this action, the Company is seeking to 
fully recover the diverted amounts as well as interest and costs. 

The Company entered into an agreement with the supplier that will enable the 
Company to eventually recover the diverted amounts. The present value of the 
amount to be received pursuant to the terms of this agreement was reflected in the 
financial statements as an extraordinary credit net of applicable income taxes of 
$1,867,000 in 1979. 


9. Commitments and Leases 

Contingencies The Company’s long-term operating leases generally provide that the Company 

will pay real estate taxes and other expenses and, in certain cases, additional rentals 
based on revenue. The rent expense consists of: 


(In thousands) 

1981 

1980 

1979 

Basic rent 

Real estate taxes 

Additional rent 

$2 3,719 
2,535 
7,873 

$20,640 

2,427 

6,913 

$18,664 

1,979 

5,296 


$34,127 

$29,980 

$25,939 

These leases are primarily real estate leases and provide for minimum annual rent¬ 
als. Unless the Company exercises its renewal options, the future minimum rental 
payments will be as follows: 


(In thousands) 


1982 

$ 21,474 

1983 

20,918 

1984 

20,430 

1985 

20,117 

1986 

19,596 

Thereafter 

177,058 

$279,593 


Guarantees 

The Company has guaranteed leases for several 50%-owned affiliated companies. 
The minimum annual rent under these leases is $539,000. In connection with its 
retail furniture affiliate, the Company has guaranteed long-term real estate leases 
expiring from 1982 to 2004, with minimum annual rentals of $1,025,000; equip¬ 
ment leases with minimum annual rentals of $39,000, expiring from 1982 to 1986; 
and liabilities in the amount of $1,700,000. 

Pension plans 

The Company has five noncontributory retirement plans for certain employees not 
covered by other plans. Pension expense was $2,902,000 in 1981, $2,843,000 in 1980 
and $2,484,000 in 1979 including amounts for prior service generally amortized 
over a 30-year period. 

In determining the actuarial present value of accumulated plan benefits, current 
employees' salary levels and past and future service periods are considered. Future 
salary factors are omitted from the calculations. The range of assumed rates of 
return used in the calculations for the various plans was 5.5% to 6.0% in 1981 
and 1980. 

The current values of net assets available for benefits represent the fair market 
value of the plans' assets including cash and amounts accrued but not paid to tire 
trustees. 


(In thousands) 

1981 

1980 

Actuarial present value of accumulated plan benefits: 
Vested 

$11,749 

$11,267 

Nonvested 

2,316 

1,669 


$14,065 

$12,936 

Current value of net assets available for benefits 

$14,759 

$10,690 
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10. Subsequent Events On January 20,1982, the Company gave notice of redemption of its outstanding 

8Va % Subordinated Exchangeable Debentures due 2000, refer to in Note 4, pur¬ 
suant to their terms. If all the Debentures were exchanged into shares of Columbia 
Pictures Industries, Inc., the Company would recognize a gain after taxes of approxi¬ 
mately $4.7 million or $.42 per share. To the extent the Debentures are not 
exchanged, the Company will redeem such Debentures at a premium of 7.7% 
above par which premium would increase the Company's cost of the related 
Columbia shares to approximately $26.00 per share. 


11. Comparative Quarterly 

Financial Information (Unaudited) 

(Dollar amounts in thousands except for per share data) 

First 

Second 

Third 

Fourth 

Full 

1981 

quarter 

quarter 

quarter 

quarter 

year 

Revenues 

$191,973 

$180,428 

$246,666 

$204,484 

$823,551 

Gross profit 

$ 59,583 

$ 61,583 

$ 87,647 

$ 62,416 

$271,229 

Earnings from continuing operations 

$ 6,669 

$ 7,603 

$ 16,064 

$ 13,929 

$ 44,265 

Net earnings 

$ 6,669 

$ 7,603 

$ 16,064 

$ 13,929 

$ 44,265 

Earnings per share: 



$1.45 



Continuing operations 

$.60 

$.69 

$1.25 

$3.99 

Net earnings 

$.60 

$.69 

$1.45 

$1.25 

$3.99 

Dividends per share 

$.20 

$.20 

$ .20 

$ .24 

$ .84 


First 

Second 

Third 

Fourth 

Full 

1980 

quarter 

quarter 

quarter 

quarter 

year 

Revenues 

im^ir 

$163,212 

~$218, 1 ’6” 

”$20^23T" 

"’$759/400 

Gross profit 

$ 52,690 

$ 54,960 

$ 73,895 

$ 57,964 

$239,509 

Earnings from continuing operations 

$ 5,481 

$ 6,138 

$ 10,776 

$ 10,969 

$ 33,364 

Net earnings 

Earnings per share: 

$ 5,481 

$ 6,138 

$ 10,776 

$ 7,536 

$ 29,931 

Continuing operations 

$.50 

$.56 

$.98 

$.99 

$3.03 

Net earnings 

$.50 

$.56 

$.98 

$.68 

$2.72 

Dividends per share 

$.17 

$.17 

$.17 

$.20 

$ .71 
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Statement o£ Management's The consolidated financial statements of General Cinema Corporation and its sub- 
Responsibility for sidiaries have been prepared by management and are in conformity with generally 

Financial Statements accepted accounting principles. The statements include amounts that are based on 

our best estimates and judgments. Financial information elsewhere in this Annual 
Report is consistent with that in the financial statements. 

General Cinema maintains a system of internal financial controls and proce¬ 
dures, supported by a staff of internal auditors. This system is designed to provide 
reasonable assurance, at appropriate cost, that assets are safeguarded and that trans¬ 
actions are executed in accordance with management's authorization and recorded 
and reported properly. 

Touche Ross &. Co., our independent certified public accountants, provide an 
objective, independent review as to management’s discharge of its responsibilities 
insofar as they relate to the fairness of the reported operating results and financial 
condition. They obtain and maintain an understanding of the Company's account¬ 
ing and financial controls, and conduct such tests and related procedures as they 
deem necessary to arrive at an opinion on the consistency and fairness of the finan¬ 
cial statements m accordance with generally accepted accounting principles. 

The Audit Committee of the Board of Directors, which is composed solely of 
Directors from outside the Company, reviews and monitors the Company's finan¬ 
cial and audit reports and maintains an ongoing appraisal of the independence of 
the certified public accountants. The Committee meets periodically with the certi¬ 
fied public accountants, management and internal auditors. The internal auditors 
and certified public accountants meet periodically with the Committee, without 
management present, to discuss the results of their audit work and their views as to 
the adequancy of the Company's internal controls and the appropriateness of its 
financial reporting. 


Report of Independent 
Certified Public 
Accountants 


Board of Directors and Shareholders of General Cinema Corporation: 

We have examined the consolidated balance sheets of General Cinema Corporation 
and subsidiaries as of October 31,1981 and 1980, and the related consolidated state¬ 
ments of earnings, shareholders' equity and changes in financial position for each of 
the three years in the period ended October 31,1981. Our examinations were made 
in accordance with generally accepted auditing standards and, accordingly, included 
such tests of the accounting records and such other auditing procedures as we con¬ 
sidered necessary in the circumstances. 

In our opinion, the consolidated financial statements referred to above present 
fairly the financial position of General Cinema Corporation and subsidiaries as of 
October 31,1981 and 1980, and the results of their operations and the changes in 
their financial position for each of the three years in the period ended October 31, 
1981, in conformity with generally accepted accounting principles applied on a con¬ 
sistent basis. 

Boston, Massachusetts TOUCHE ROSS & CO. 

December 18,1981 Certified Public Accountants 

(January 20,1982, as to Note 10) 
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Supplemental Information on the Effects of 
Inflation and Changing Costs (Unaudited) 


The Financial Accounting Standards Board requires larger companies to publish 
information about some of the effects of inflation on conventional financial state¬ 
ments. These include the overstatement of earnings that results from ignoring the 
higher cost of replacing inventory and plant and equipment acquired in the past. 

This information is reported in two ways. The first is referred to as "constant dol¬ 
lar." This method adjusts the costs of products sold and depreciation expense 
upward for increases due to general inflation, as measured by the U.S. Consumer 
Price Index, since the related inventory and plant and equipment were acquired. 

The second method is referred to as "current cost." It adjusts cost of products sold 
and depreciation expense upward based on changes in the specific costs of inven¬ 
tory and plant and equipment since they were acquired. Under both methods, the 
adjusted amounts are stated in average dollars of purchasing power for the most 
recent fiscal year. 

Shareholders are cautioned that both methods are experimental. Neither mea¬ 
sures fully all of the complex effects of inflation. For instance, the adjusted state¬ 
ment of earnings under both the "constant dollar" and "current cost" methods do 
not include inflation related "holding gains" resulting from increased values of 
property, plant and equipment and gains experienced from the decline of the 
purchasing power of net amounts owed. As discussed more fully below, both of 
these factors are significant to General Cinema. 

The current cost of the Company's inventories approximates its historical cost 
because of the rapidity of turnover. The current cost of the Company's building, 
machinery and equipment has been determined by use of estimates and externally 
generated indices applicable to the types of assets which the Company utilises. The 
amounts of property, plant and equipment and related accumulated depreciation 
and amortization to which the specific indices were applied were based upon the 
same accounting methods and principles used in conventional financial statements. 

Adjusted "constant dollar" and "current cost" earnings are both lower than 
reported earnings, demonstrating the increasing cost of replacing assets during 
inflationary times. These differences in earnings are due to higher depreciation 
expense on buildings, machinery, and equipment revalued upward for general infla¬ 
tion or specific cost changes since their acquisition. 

The impact of inflation results in effective tax rates under the "constant dollar" 
and "current cost" methods of 57% and 70%, respectively, which are substantially 
higher than the statutory rates. 

The "inflation gain on net amounts owed" of $14.8 million for fiscal 1981 pro¬ 
vides an indication of the benefit to the Company from the eventual repayment of 
its debt and capitalized lease obligations in dollars of reduced purchasing power due 
to continuing inflation. 

In contrast to the overstatement of reported earnings discussed previously, infla¬ 
tion causes an understatement of asset values in the conventional balance sheet. It 
should be noted that the conventional balance sheet shows net assets (sharehold¬ 
ers' equity) at year-end of $203.8 million (or $18.39 per share of common stock), 
while on a current value basis, net assets at year-end amount to $353.8 million (or 
$31.93 per share of common stock). The approximate current value of plant and 
equipment net of accumulated depreciation and amortization on October 31,1981 
was $374.8 million, whereas the conventional financial statements reflect net 
plant and equipment of $224.7 million. 
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Earnings statement information adjusted for general inflation and specific costs 
for the year ended October 31,1981 (Un audited) 


(Dollar amounts ihtkoesands 
except for per share amounts) 

vis reported m 
the primary 
financial 
statements 

Adjusted for 
general inflation 
(Constant dollar) 

Adjusted for 

changes 
(Current cost) 

Revenues 

$823,551 

$823,551 

$823,551 

Operating costs and expenses 

731,546 

747,730 

759,979 

Operating earnings 

92,005 

75,821 

63,572 

Corporate expenses 

10,880 

10,880 

10,880 

Earnings from continuing 
operations before taxes 

81,125 

64,941 

52,692 

Income taxes 

36,860 

36,860 

36,860 

Earnings from continuing 

operations 

$ 44,265 

$ 28,081 

$ 15,832 

Earnings from continuing 

operations per share 

$ 3.99 

$ 2.53 

$ 1.43 

Effective tax rate 

45% 

57% 

70% 
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The declining purchasing power of the dollar also distorts financial comparisons 
with prior years. The following table presents a five-year history of selected finan¬ 
cial information. Reported numbers for prior years are restated in average dollars of 
purchasing power for the most recent fiscal year. Over the five-year period, the 
Company's revenues increased at an annual compound rate of 15.4%. Revenues in 
"constant dollars" increased 4.5% and were affected by the fact that theatre ticket 
prices increased at rates below the Consumer Price Index. Over this same period, 
dividends increased at an annual compound rate of 23.6%, significantly greater 
than the 10.4% rate of general inflation. 


Five year comparison of selected financial information adjusted for general 
inflation and specific costs (Unaudited) _ 


(Dollar amounts m thousands 
except for per share amounts) 

Years ended October 31, 19S1 19S0 1979 1973 1977 


Revenues: 


As reported 

$823,551 

$759,400 

Constant dollars 

823,551 

837,776 

Earnings from continuing 
operations: 

As reported 

$ 44,265 

$ 33,364 

Constant dollars 

28,081 

22,146 

Current cost 

15,832 

13,868 

Earnings from continuing 
operations per 
common share: 

As reported 

$ 3.99 

$ 3.03 

Constant dollars 

2.53 

2.01 

Current cost 

1.43 

1.26 

Purchasing power gain on 
net monetary liabilities 
owed during the year 

S 14,750 

$ 21,552 

Net assets at year-end: 

As reported 

$203,815 

$168,542 

Constant dollars 

326,603 

298,629 

Current cost 

353,871 

316,382 

Decrease in specific prices, 
net of general inflation 

S 1,173 

$ 1,434 

Cash dividends per 
common share: 

As paid 

$ .84 

S .71 

Constant dollars 

S .84 

$ .78 

Market price per share at 
year-end: 

As quoted 

S 37.75 

$ 22.13 

Constant dollars 

$ 36.17 

$ 23.39 

Average consumer 
price index 

268.3 

243.2 


$656,100 $594,875 $465,066 
822,194 824,381 691,286 


$ .59 $ .47 S .36 

$ .74 $ .65 S .54 


$ 19.25 

$ 22.91 


214.1 


$ 17.38 

$ 23.21 

193.6 


$ 13.38 

S 19.46 


180.5 
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Management Analysis 


Liquidity and Capital The information included in the Eleven-Year Summary on pages 24 and 25 of rhis 

report demonstrates the Company's revenue and earnings growth and improved 
financial position over the past decade. Additional information on the impact of 
inflation and changing prices on the Company's operations and financial position 
is included as Supplemental Information on pages 38 through 40. 

During the past two fiscal years, total assets increased 31% while cash and short¬ 
term investments at October 31,1979,1980 and 1981 totaled S25 million, $58 mil¬ 
lion and $95 million, respectively. The Company's existing businesses continue to 
be net generators of cash. 

Capital expenditures for fiscal 1982 are presently estimated to aggregate S45 mil¬ 
lion, compared with $48 million in 1981, $50 million in 1980 and S57 million in 
1979. Most of the 1982 expenditures will be for replacement equipment and upgrad¬ 
ing productivity in the Beverage Division as well as for additional theatres in the 
Theatre Division. 

The Company's existing businesses need little incremental working capital to 
finance their internal growth. Movie exhibition is a cash business with no accounts 
receivable and only modest refreshment inventories. Our Beverage Division sells 
primarily for cash or on 30-day terms with major chain stores; its inventories turn 
over rapidly. The Company's group of broadcasting stations also generates a posi¬ 
tive net cash flow. As a result, much of the Company's earnings have been available 
for investment in new business activities such as Sunkist Soft Drinks, as well as 
debt repayment, dividends and other corporate purposes. 

Now that the initial period of heavy investment spending in Sunkist Soft Drinks 
is over, it is expected that each of our existing businesses will continue to generate 
cash in excess of that required to be reinvested by them in the form of capital 
expenditures and incremental working capital to sustain their internal growth. As 
a result, General Cinema expects that even more of its future earnings will be avail¬ 
able for investment in new business areas. 


1981 vs. 1980 Consolidated revenues increased $64.2 million (8%) during 1981. The increase 

resulted primarily from higher selling prices (15%) partially offset by a decline in 
route case sales in our Beverage Division; a 3% increase in attendance resulting 
from an increased number of theatres, with relatively stable average pricing in our 
Theatre Division; volume growth, from the continuing rollout of Sunkist 
Orange Soda and from the introduction of Diet Sunkist, as well as price increases 
to bottlers. 

During the year, consolidated operating earnings increased $18.1 million (25%). 
Beverage Division operating earnings increased $5.0 million (9%), as increased rev¬ 
enues were partially offset by increased operating costs. Theatre Division operating 
earnings increased $3.5 million (13%) primarily as a result of lower film cost and 
increased profits from refreshment sales, partially offset by higher operating 
expenses. As a result of greater volume and higher prices combined with a lower 
investment in new market development, Sunkist Soft Drinks reduced its operating 
loss by $6.9 million in 1981. 

Interest income increased $5.8 million (89%) as a result of the investment at 
higher yields of increased cash balances generated from operations. 


1980 vs. 1979 Compared with 1979, consolidated revenues increased $103.3 million (16%) during 

1980 primarily because of growth in the Company's beverage and theatre 
businesses. Beverage Division revenues increased as a result of higher route case 
sales (4%) and price increases (11%). Theatre Division attendance increased 9% 
while the average ticket price increased 5%. 

Consolidated operating earnings in 1980 increased $7.7 million (12%). Beverage 
Division operating earnings increased $7.8 million (17%) primarily as a result of 
greater volume and improved operating margins. Theatre Division operating earn¬ 
ings approximated those of 1979 as operating margins declined slightly because of 
higher film cost as a percent of box office revenues. During 1980, continued invest¬ 
ment in market development resulted in increased losses on greater revenues in 
Sunkist Soft Drinks. 41 
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Shareholder Information 


General inquiries about the Company, its direction and results, along with requests 
for published financial information, should be made to the Corporate Financial 
Relations Department, General Cinema Corporation, Box 1000, Chestnut Hill, MA 
021# f 617-232-S200. 

For assistance on address changes, consolidation of multiple holdings, dividend 
payments or related matters, please contact the Transfer Agent. 

Automatic Dividend Reinvestment and Cash Stock Purchase Plaid 
The Plan provides Shareholders with a convenient way to purchase additional 
shares by reinvesting their cash dividends and/or by investing additional cash 
amounts. The Company will absorb all brokerage and agency fees for stock pur¬ 
chased in connection with the Plan. For further information, please write to: 
General Cinema Corporation, c/o The First National Bank of Boston, Automatic 
Dividend Reinvestment Plan, Post Office Box 1681, Boston, MA 02105. 

Transfer agent and registrar 
The First National Bank of Boston 
Post Office Box 644, Boston, MA 02101 

10-K available 

Securities and Exchange Commission Form 10-K is available upon written request 
to the Corporate Financial Relations Department of the Company. 

Stock information 

General Cinema's Common Stock is traded on the New York Stock Exchange 
under the ticker symbol GCN. The following table indicates the quarterly price 
range of the stock for the past two years: 


- 

First 


Second 


Third 


Fourth 

High 

Low 

High 

Low 

High 

Low 

High 

Low 

2716 

22% 

35% 

25 

38% 

29% 

38% 

30 

1980 


First 


Second 


Thud 


Fourth 

High 

Low 

High 

Low 

High 

Low’ 

High 

Low 

24 

18% 

23% 

16 

23 

18% 

25% 

21% 


At October31,1981 and 1980, General Cinema had3,192 and3,270 shareholders 
of record, respectively. 

Corporate address 
General Cinema Corporation 
27 Boylston Street 
Chestnut Hill, MA 02167 


General Cinema is an Equal Opportunity Employer 
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